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Forest Products

Forest Products: 2Q11 Preview; Upgrading Lumber Cos on Valuation & China Growth

Building Materials: Setting Up for the Seasonal Trade — We are upgrading BC based lumber producers on attractive valuations
and our expectation for a repeat of the profitable seasonal lumber trade again this year. After reaching a peak in early April,
share prices for the lumber cos in our coverage universe are down an average of 31% (vs. the S&P/TSX Composite Index, down
5.8% since Apr-01-11), driven lower by slumping lumber prices reflecting an oversupplied North American supply chain.
However, after hitting a low of US$218/mfbm in mid-May, benchmark WSPF 2X4 lumber prices have now rebounded 16% to
US$253/mfbm — firmly in cash flow positive territory. Nov-2011 CME lumber futures contracts are currently above
US$270/mfbm, hinting at expectations of potential appreciation later in the year. We believe these improvements are the result
of excess inventories being worked through the system and very strong demand from China. We highlight newly released
statistics indicating May BC lumber exports to China are up 150% from last year and now approaching 375,000 US housing start
(SAAR) equivalent levels — a new record. While we expect month to month shipments to be volatile, China remains a key leg of
the Raymond James Ltd. Peak Lumber Super Cycle thesis (along with biological supply constraints & an eventual recovery in the
US market). While current Chinese shipments are not sufficient to replace the moribund US market we note that lumber prices
are materially higher than they would be otherwise and suggest that even modest increases in US activity levels should lead to
predicted tight market conditions.

While overall 2Q11 lumber segment results are expected to be relatively uninspiring, we are calling for modest earnings ‘beats’
as Chinese-related lumber sales realizations normalize. Regardless, our upgrades on each of Canfor (CFP-TSX), West Fraser
(WFT-TSX) and Interfor (IFP.A-TSX) to Outperform from Market Perform are based primarily on valuation. In the case of Canfor
we are increasing our target price to $16 from $12.50, representing a 5.3x mid-cycle EV/EBITDA multiple, and we note CFP’s
current share price implies just a 3.3x mid-cycle EV/EBITDA. For West Fraser we are increasing our target price to $65 from $54,
representing a 5.0x mid-cycle EV/EBITDA multiple, while noting WFT’s current share price implies a 3.6x mid-cycle multiple.
Lastly we are increasing our target price for Interfor to $7 from $6, representing a 3.4x mid-cycle EV/EBITDA multiple, compared
to the 2.7x implied by IFP’s current share price. While Market Perform rated Norbord’s share price is down 21% from spring
highs we note OSB panels do not enjoy the benefit of Chinese demand and prices for the commodity remain depressed at
US$167/msf. As such, we are maintaining our neutral stance and $14/share target price. Our rating and target for Sino-Forest
(TRE-TSX) remain under review pending the findings of an ongoing investigation by an independent board review committee.

Pulp & Paper: Fortress Paper & Domtar Remain Top Picks - We reiterate Strong Buy rated Fortress Paper (FTP-TSX) as a top pick
among our coverage universe and highlight key points of our investment thesis include the extremely attractive forecast cash
flows associated with the converted Thurso dissolving pulp mill, improving conditions at the Landqgart banknote mill, and
continued steady performance at the Dresden wallpaper mill. In our view, 2Q11 results will be a non-event as the market looks
toward the late 3Q11 commencement of DP production at Thurso as well as a potential update on the company’s search for a
second mill acquisition candidate. We expect high white paper and NBSK pulp prices to propel Strong Buy rated Domtar (UFS-
NYSE) to a second consecutive set of exceptional quarterly results with the company posting an earnings “beat”. In addition, we
look forward to an update on the company’s share buyback program and continue to believe reductions to share count and net
debt will put upward pressure on the share price. We maintain our US$125/share target price and highlight Domtar’s
inexpensive valuation with the stock currently trading at just 3.2x 2011 EBITDA. With quarterly average NBSK pulp prices at all-
time highs (of US$1,027/mt), we expect strong 2Q11 results from Outperform rated Canfor Pulp (CFX-TSX) and Mercer
International (MERC-NASDAQ), tempered somewhat by FX headwinds stemming from the weaker USD. As accounted for in our
USS$1,000/mt 2011 NBSK price forecast, pulp markets have softened seasonally; however, we expect firm industry fundamentals
and robust Chinese shipments will firm markets this fall. We continue to recommend Mercer for capital appreciation and Canfor
Pulp for yield (currently at 9%) while reiterating our target prices of $21 and US$17, respectively. We maintain our Market
Perform rating and $1.60 share price for Fibrek (FBK-TSX).

Please read domestic and foreign disclosure/risk information beginning on page 15 and Analyst Certification on page 16.
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Company Ticker Ticker Current Target Price (6-12mo)  Div. Tot. Return Rating Rating
Primary Secondary Price old New Yield To Target oid New
Building Materials
Canfor Corp. CFP-TSX C$9.75 CS$12.50 C$16.00 64%  Market Perform 3 Outperform 2
Interfor IFP.A-TSX C$5.00 C$6.00 CS$7.00 40%  Market Perform 3 Outperform 2
Norbord Inc. NBD-TSX C$12.29 C$14.00 (CS$14.00 14%  Market Perform 3 Market Perform 3
Sino-Forest Corporation TRE-TSX C$4.08 UR UR NM Under Review Under Review
West Fraser Timber WEFT-TSX CS$45.51 CS$54.00 C$65.00 1% 44%  Market Perform 3 Outperform 2
Pulp & Paper
Canfor Pulp Products Inc. CFX-TSX C$17.79 CS$21.00 (CS$21.00 9% 27% Outperform 2 Outperform 2
Domtar UFS-NYSE UFS.T-TSX  US$93.41 US$125.00 US$125.00 1% 34% Strong Buy 1 Strong Buy 1
Fibrek Inc. FBK-TSX C$1.25 CS$1.60 CS$1.60 28%  Market Perform 3  Market Perform 3
Fortress Paper FTP-TSX C$36.74  CS$60.00 €$60.00 63% Strong Buy 1 Strong Buy 1
Mercer International Inc. MERC- MRI.U-TSX US$10.68 US$17.00 US$17.00 59% Outperform 2 Outperform 2
NASDAQ

Raymond James Ltd.
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Exhibit 1: Earnings per Share (EPS) Estimates and Revisions

Recent 2011E 2012E Rating 6-12 Mth

Price QL Yr Yr Target

BUILDING MATERIALS

Canfor Revised $975 ~$000 $ (004) $ (003) $ 011 $ 004 $ 083 2 | $1600f  OUTPERFORM2 T
COFP-T Previows $ - $ (OO)DS$ (00)$ 009|$ 006($ 08 3 | $1250

Interfor Revised $500 $(001) $ (006) $ (002) $ 008 $ (001) $ 038 2 = $700 T  outPRFORM2 T
IPPAT Previous $00)$ (OI)$ (002 $ 008|$ (006) $ 03| 3 $6.00

Norbord (US$)  Revised $1229 $(005) $ (016) $ 007 $ 014 $ (014) $ 130 3 | $1400  MARKETPERFORM3
NBD-T Previous $005) $ 012 008 $ 015'$ 006|$ 132 3 $14.00

West Fraser Revised $4551 $046 $ 062 $ 096 $ 090 $ 295 $ 514 2 | $6500%  OUTPERFORM2 T
WFT-T Previous $046 $ 075 $ 0% $ 090($ 307|$ 514 3 $54.00

Sino-Forest Revised  $4.08 **% Under Review*** UR = UR UNDER REVIEW
TRET Previous *** Under Review * * * UR. UR

PULP & PAPER

Canfor PulpFund Revised $1779  $071 $ 066 $ 049 $ 057 $ 244 $ 181 2 | $21.00 OUTPERFORM?2
CFX.UN-T Previous $07. $ 069 $ 053 $ 060/$ 253|$ 181 2 $21.00

Domtar (US$)  Revised $9341 $325 $ 290 $ 250 $ 248 $ 1113 $ 958 1  $12500 STRONGBUY 1
UFS-N Previous $325 $ 34 $ 250 $ 248($ 137|$ 958 1 $125.00

FortressPaper  Revised $3674 $(042) $ (008) $ 042 $ 199 $ 191 $ 864 1  $60.00 STRONGBUY 1
FTP-T Previows $04) $ 024 $ 116 $ 238|$ 33|$ 1035 1 | $6000

Mercer (US$) Revised $1018 €052 €038 €048 €042 €18 €159 2 | $17.00 OUTPERFORM?2
MERGQ  Prvios €052 €039 €040 €039 | €170 |$ 15| 2 | $1700

Fibrek Revised $125 $003 $004 $005 $006 $ 016 $ 008 3 = $160 = MARKETPERFORM3
FBK-T Previows $003$ 002 $ 000$ (0O)$ 003 $ 008 3 $L60

Source: Raymond James Ltd.
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2Q11 Earnings Preview — Looking specifically at 2Q11 results we highlight Domtar as
having the best probability of posting an earnings beat, in our view, on the strength of
solid UFS and NBSK pricing and relative insensitivity to the weaker USD. We are also
looking for Canfor and West Fraser to post modest beats. While overall lumber segment
results are likely to be uninspiring, we note that lower benchmark WSPF 2x4 lumber
pricing should have the effect of normalizing overall lumber sales realizations relative to
the previous two quarters. Previously, the divergence between lumber grades/sizes
bound for buoyant Chinese markets introduced a margin of error in analyst models
which we expect to reverse in the current quarter. While Fortress Paper’s 2Q11 EPS is
expected to come in below consensus, we regard the quarter as a non-event as overall
EBITDA is expected to remain weak as the Thurso conversion proceeds and the Landgart
currency mill results remain challenged.

Exhibit 2: 2Q11 Earnings per Share Estimates and Revisions vs. Consensus

Prior Prior
First Call Quarter  Year

Change Comsersus Difference  1Q11 2Q10

BUILDING MATERIALS

Canfor CFP-T $975 | $ (004 $ (001) ($0.03) | (%007 $00B8 |$ 000 $ 020
Interfor IFPAT $500 |$ (006 $ (011) $0.05 (%0.07) $001 | $ (01 $ (001
Norbord NBD-T $1229 |$ (016 $ (012) (30.04) ($0.05) ($011) |[$ (00 $ o081
West Fraser Timber ~ WFT-T $551 |$ 062 $ 075 (3013 $0.59 $0.03 $ 046|$ 14
Sino-Forest TRET $4.08 *** Under Review***

PULP &PAPER

Canfor Pulp CEXUNT $1779 |$ 066 $ 069 ($003) | $065 $001 |'$ 071)$ 088
Domitar UFS-N $B41 |$ 290 $ 314 (3029 $2.78 $0.12 $ 3%|$ 267
Fortress Paper FTP-T $3674 |$ (008) $ 024 (3032 ($0.03) (005 |$ (©42$ 037
Mercer MERC-Q $10.18 €038 €039 (€001 €04 (€0.06) €052 €023
Fibrek FBK-T $1.25 04 $ 002 $003 $0.03 $0.01 $003 [$ o1

Source: Company Reports, Thomson FirstCall, Raymond James Ltd.

Commodities

Canadian Dollar — Bilateral CAD/USD exchange rates averaged US$1.03 for 2Q11, up
from US$1.01 in 1Q11, representing a material negative for the forestry sector. With
cash flows between the CAD and the “safe haven” USD largely dictated by commodity
prices and investors’ appetite for risk, the CS was heavily impacted during 2Q11 by
developments surrounding the European debt crisis and the respective Canadian and US
economic outlooks. Therefore, after hitting a 3.5 year high in late April of just under
USS$1.06 amid rising oil prices and speculation rising inflation would force Canada’s
central bank to hike interest rates, the CS fell to just over US$1.01 by late June, driven
downward by Greek sovereign debt concerns and several disappointing US economic
data points prompting a move back into the USD. However, the CS rallied during the last
days of June after Greece passed austerity measures, securing the international funding
required to avert potential bankruptcy with some strong domestic Canadian economic
data also lending support. Looking ahead, we believe the CS will be particularly sensitive
to global factors such as fears of contagion in Europe where heightened concerns are
emerging over Italy’s sovereign debt as well as developments on the US economic front
with a recent disappointing jobs report sparking concerns of an economic slowdown.
Lastly, the outcome of negotiations between President Obama and US congressional
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leaders surrounding the increase to the US debt ceiling also has the potential to
materially impact FX rates during 3Q11, in our view.

Consistent with Raymond James Ltd.’s marked to market exchange rate policy our
estimates assume a $1.03 USD/CAD, in-line with current levels.

WSPF Lumber — With housing starts coming in at just 541K and 560K for April and May,
respectively, down from an average of 580K in 1Q11, residential construction activity in
the US housing market is yet to improve appreciably from recessionary lows. As such,
despite continued strides into the expanding Chinese market, benchmark WSPF 2x4
lumber prices fell 19% to US$242/mfbm in 2Q11, well below 1Q11’s US$297/mfbm.
Nevertheless, with prices rebounding 15% to US$251/mfbm as of July 7 from June lows
of US$218/mfbm, the Western Canadian lumber producers are now firmly in cash flow
positive territory, by our estimates, and significantly better off than would be the case if
not for the burgeoning Chinese market. Unfortunately, the participation of the US
market will be a prerequisite to anything more than short term supply-demand related
price spikes as were seen in Apr-10 and Jan-11, in our view. Thus, we see lumber prices
averaging US$250/mfbm for 3Q11 (in line with current prices), improving moderately
for 4Q11 to USS270/mfbm for a 2011 full year average of US$265/mfbm before
increasing to an average of US$290/mfbm in 2012.

May-11 Exports to China an all-time high — BC lumber exports to China for May-11,
released recently, hit a record 466 min fbm, up 160% y/y and 50% mth/mth (see Exhibit
3). As a result, we expect to see a continuation of the divergence between US housing
starts and WSPF lumber prices, now widely referred to as the “China Effect” (see Exhibit
4), which we believe will continue to support the commodity during the medium term as
our analysis of Chinese demand gives us conviction these strong overseas shipments are
sustainable going forward (see our research note dated July 7, 2011 titled China Forest
Products Markets: Long Term Bullish Trend Intact for details).

Exhibit 3: B.C. Softwood Lumber Shipments to China
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Exhibit 4: B.C. US Housing Starts and WSPF 2x4 Lumber Prices — The “China Effect”
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Structural Panels - NC 7/16 OSB prices, as reported by Random Lengths, averaged
US$174/msf in 2Q11, down 13% qg/q from US$199/msf in 1Q11 as US demand for
structural wood panels remained weak. Relative to lumber, OSB is primarily a regional
product, heavily dependent on demand from the US housing sector and with limited
access to export markets such as China. Thus, we maintain a cautious outlook on the
commodity as we do not foresee a material improvement in US housing until 2H12 at
the earliest. While we note the OSB industry features a relatively significant amount of
consolidation, OSB producers are yet to show signs of any meaningful production
discipline, preventing prices from increasing for a sustained period given current
conditions. Referring to Exhibit 5 we note, with the exception of a brief spike during
2Q10, OSB prices traditionally trend in a similar pattern to US housing starts and do not
exhibit the “China Effect” seen in WSPF lumber detailed above. As current OSB prices of
USS$167/msf are at or just below cash cost levels for most producers, we believe some
curtailments at less competitive mills will cause prices to rise moderately through the
second half of 2012 but still short of levels required for significant gains in producer
profitability. Therefore, we are maintaining our US$190/msf 2011 forecast for NC 7/16
0SB, which implies a modest improvement from YTD prices of US$186/msf.
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Exhibit 5: NC 7/16 OSB Prices vs. US Housing Starts
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NBSK Pulp — NBSK pulp prices averaged US$1,027/mt for 2Q11, up 6% from US$970/mt
in 1Q11, reaching an all-time high of US$1,040/mt in June on the back of robust Chinese
demand and tight inventories. While global pulp markets do appear to be slowing
seasonally with most major North American market NBSK pulp producers announcing
US$20/mt list price declines for Jul-11 (bringing prices to a still-high US$1,020/mt) we
maintain our bullish outlook on the commodity as fundamentals remain firm, in our
view. Specifically, as per the Pulp and Paper Products Council’s most recent global pulp
stats (May-11), NBSK operating rates remained high at 94% while global inventories
were flat at 26 days seasonally adjusted, and YTD softwood pulp shipments to China
were up 62% y/y. In addition, we believe heavy maintenance downtime schedules and
capital projects related to the Canadian government’s Green Transformation Program
during the spring and summer will hold inventories at below a balanced 30 days,
minimizing potential downward pressure on pulp prices. Therefore, while we consider a
further cut of USS20/mt before the end of the summer to be likely, we believe pulp
prices will remain firm for the remainder of 2011. A key risk to this outlook is the
assumption of continued strong demand from China where buyers are prone to periods
of destocking during times of high prices.

Dissolving Pulp — After reaching highs of US$2,600/mt during the spring, prevailing
dissolving pulp prices are now in the US$1,600-51,700/mt range, reflecting a cooling in
global textile markets and a relatively steep drop in cotton prices (NY cotton futures for
Oct-11 delivery are currently at US$1.04/Ib down from $1.50/lb in mid-June). Referring
to Exhibit 6, we acknowledge the volatility in dissolving pulp prices; however, we believe
current DP prices are healthier for the rayon industry in general, representing a more
sustainable level, leading us to expect declines in the commodity to moderate going
forward. Longer term, we believe macro trends such as the rapidly growing middle
classes in China and India and increased per capita usage of clothing and textiles will
continue to drive rising demand for rayon and DP.

Raymond James Ltd. | 2200 — 925 West Georgia Street | Vancouver BC Canada V6C 3L2
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Exhibit 6: Dissolving Pulp Price Chart
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Uncoated Free Sheet — White paper list prices, as reported by RISI, increased US$25/st
as of April 1 for 50lb offset rolls and US$20-25/st in June for cut-size white paper grades,
bringing average list prices to US$955/st and US$1070-1160/st, respectively, by the end
of 2Q11. These improving prices came with white paper industry fundamentals
mediocre at best with operating rates of 86% and shipments to the key North American
market down 2.4% y/y as of May-11. We attribute this to the oligopolistic nature of the
North American uncoated free sheet industry where heavy consolidation facilitates
inventory management and price stability. As further evidence of this dynamic we note
N.A. UFS inventories, at 627K st for May, appear to have remained within this range for
an extended time period, significantly lower than 2009 levels (see Exhibit 7).

Exhibit 7: Uncoated Free Sheet Prices and North American Inventories
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Exhibit 8: R} Commodity Price Forecast Summary

2010 2011E 2012E

COMMODITY/PRODUCT Current Actual Forecast Previous Forecast Previous
LUMBER

WESTERN SPF 2x4 US$/mfbm 253 255 265 265 0% 290 290 0%

BABY SQUARES - 3 9/16" US$/mfom 767 767 767 767 0% 767 767 0%
PANEL

OSB - 7/16" NC US$/msf 167 219 190 190 0% 230 230 0%

PLYWOOD - CSP 3/8" C$/msf 263 299 265 330 -20% 315 315 0%
PULP/NEWSPRINT

NBSK del. U.S. NE uss$/mt 1,026 960 1,000 1,000 0% 925 925 0%

NBSK del. N. Europe US$/mt 1,018 939 996 996 0% 915 915 0%
PAPER / PACKAGING

UFS - 50 Ib offset roll US$/st 955 916 955 960 -1% 920 920 0%

UFS - 20lb cut size US$/st 1,138 1,126 1,168 1,175 -1% 1,150 1,150 0%
EXCHANGE RATES

US$/C$ 1.05 0.97 1.03 1.02 1% 1.03 1.02 1%

US$/€ 1.42 1.33 1.44 1.37 5% 1.44 1.37 5%

Source: Random Lengths, Madison's, Pulp & Paper Week, FOEX, Bloomberg, Raymond James Ltd.

Exhibit 9: RIL Paper and Forest Products Coverage Universe Earnings Calendar

2011

Symbol Earnings Timing Conference Details
Release call
Thursday, July 21, 2011
Canfor Pulp CFX-T v After Mkt
West Fraser WFT-T v After Mkt
Friday, July 22, 2011
Canfor Pulp CFX-T v 1lam EST, 1-800-952-4972
West Fraser WFT-T v 11:30am EST, 1-877-440-9795
Thursday, July 28, 2011
Domtar UFS-N v Before Mkt v 10 am EST, 1-866-321-8231
Canfor CFP-T v After Mkt
Friday, July 29, 2011
Norbord NBD-T v Before Mkt v 1 pm EST, 1-800-711-9538 (Conf 1D:2274397)
Canfor CFP-T v 11 am EST, 1-866-226-1792
Tuesday, August 2, 2011
Mercer MERC-Q v After Mkt
Wednesday, August 3, 2011
Mercer MERC-Q v TBA
Fibrek FBK-T v After Mkt
Thursday, August 4, 2011
Fibrek FBK-T v 10am EST, Number TBA
Interfor IFP.A-T v After Mkt
Friday, August 5, 2011
Interfor IFP.A-T v 11 am EST, 1-866-323-8540
Monday, August 8, 2011
Fortress Paper FTP-T v After Mkt
Tuesday, August 9, 2011
Fortress Paper FTP-T v TBA
Monday August 15, 2011
Sino-Forest (tentative) TRE-T v After Mkt
Tuesday August 16, 2011
Sino-Forest (tentative) TRE-T v TBA

Source: Company news releases

Estimated earnings release and conference call times/details are subject to change.
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Building Materials

Canfor Corp. CFP-TSX

Rating Old: Market Perform

Rating New: Outperform

Current Price(Jul-15-11) C$9.75 Target Price (6-12 mos) Old: C$12.50 New: C$16.00
52-Week Range C$15.48 - C$7.91 Total Return to Target 64%
Market Capitalization (min) CS$1,391 Dividend/Yield CS$0.00/0.0%
Shares Outstanding (min, f.d.) 142.6 Current Net Debt (mln) C$105
Average Daily Volume (000s) 321 Enterprise Value (min) 51,392
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A C$(0.05) C$0.20 C$0.08 €$0.09 C$0.32 C$2,430 C$323 NA 4.3x
Old 2011E 0.00A (0.01) (0.02) 0.09 0.06 2,584 300
New 2011E 0.00A (0.04) (0.03) 0.11 0.04 2,537 290 NA 4.8x
Old 2012E NA NA NA NA 0.83 3,117 437
New 2012E NA NA NA NA 0.83 3,117 437 11.7x 3.2x
Lumber Pulp
(USS/mfbm) (USS/mt)
2010A USS$255 US$960
Old 2011E 265 1,000
New 2011E 265 1,000
Old 2012E 290 925
New 2012E 290 925
Source: Raymond James Ltd., Thomson One
Interfor IFP.A-TSX Rating Old: Market Perform Rating New: Outperform
Current Price(Jul-15-11) C$5.00 Target Price (6-12 mos) Old: C$6.00 New: C$7.00
52-Week Range C$7.49-CS3.21 Total Return to Target 40%
Market Capitalization (min) C$236 Dividend/Yield €$0.00/0.0%
Shares Outstanding (min, f.d.) 47.1 Current Net Debt (mlin) Cc$147
Average Daily Volume (000s) 86 Enterprise Value (mln) C$354
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A  C$(0.05) €$(0.01) €$(0.02) €$0.01 €$(0.06) C$626 c$48 NA 7.4x
Old 2011E (0.01)A (0.11) (0.02) 0.08 (0.06) 672 58
New 2011E (0.01)A (0.06) (0.02) 0.08 (0.01) 659 58 NA 6.1x
Old 2012E NA NA NA NA 0.38 643 85
New 2012E NA NA NA NA 0.38 643 85 13.0x 4.2x
Lumber
(USS/mfbm)
2010A USS$255
Old 2011E 265
New 2011E 265
Old 2012E 290
New 2012E 290

Source: Raymond James Ltd., Thomson One
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Building Materials

Norbord Inc. NBD-TSX

Rating: Market Perform

Current Price(Jul-15-11) CS$12.29 Target Price (6-12 mos) CS$14.00
52-Week Range C$16.70 - C$10.51 Total Return to Target 14%
Market Capitalization (min) C$535 Dividend/Yield C$0.00/0.0%
Shares Outstanding (min, f.d.) 43.5 Current Net Debt (mln) C$367
Average Daily Volume (000s) 62 Enterprise Value (min) C$872
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A C$(0.12) C$0.81 C$(0.16) €$(0.05) C$0.49 C$892 C$105 NA 8.3x
Old 2011E (0.05) (0.12) 0.08 0.15 (0.06) 1,034 75
New 2011E (0.05) (0.16) 0.07 0.14 (0.14) 1,001 71 NA 12.3x
Old 2012E NA NA NA NA 1.32 1,134 178
New 2012E NA NA NA NA 1.30 1,133 177 9.4x 4.9x
0osB Plywood
(USS/msf)  (CS/msf)
2010A Uss$219 299
Old 2011E 190 330
New 2011E 190 265
Old 2012E 230 315
New 2012E 230 315
Source: Raymond James Ltd., Thomson One
Sino-Forest Corporation TRE-TSX Rating: Under Review
Current Price(Jul-15-11) C$4.08 Target Price (6-12 months) UR
52-Week Range C$25.85 - C$1.29 Total Return to Target (%) NM
Market Capitalization (min) C$1,173 Dividend/Yield nm/nm
Shares Outstanding (min, f.d.) 287.4 Current Net Debt (mlin) Cso
Average Daily Volume (000s) 9,036 Enterprise Value (mln) C$1,143
EPS 1Q 2Q 3Q 4Q Full Revenues EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A C$0.18 C$0.26 C$0.47 C$0.65 C$1.60 C$1,924 C$1,328 2.6x 0.9x
Old 2011E 0.22 0.31 0.70 0.78 2.00 2,215 1,506
New 2011E 0.22A 0.31 0.70 0.78 2.00 2,215 1,506 2.0x 0.8x
Old 2012E NA NA NA NA 2.43 2,442 1,722
New 2012E NA NA NA NA 2.43 2,442 1,722 1.7x 0.7x
Hectares Net
Under Debt (%)
Management
2010A 789 NA
Old 2011E 1,250 46%
New 2011E 1,250 0%
Old 2012E 1,500 NA
New 2012E 1,500 NA

Source: Raymond James Ltd., Thomson One
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Forest Products

Building Materials

West Fraser Timber WFT-TSX

Rating Old: Market Perform

Rating New: Outperform

Current Price(Jul-15-11) C$45.51 Target Price (6-12 mos) Old: C$54.00 New: C$65.00
52-Week Range C$62.86 - C$34.16 Total Return to Target 44%
Market Capitalization (min) CS$1,949 Dividend/Yield CS$0.56/1.2%
Shares Outstanding (min, f.d.) 42.8 Current Net Debt (mln) C$216
Average Daily Volume (000s) 66 Enterprise Value (min) C$1,954
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A C$0.79 CS1.44 C$1.04 C$0.89 C$4.16 CS$2,928 C$428 10.9x 4.6x
Old 2011E 0.46A 0.75 0.96 0.90 3.07 2,904 389
New 2011E 0.46A 0.62 0.96 0.90 2.95 2,801 378 15.4x 5.2x
Old 2012E NA NA NA NA 5.14 3,089 557
New 2012E NA NA NA NA 5.14 3,089 557 8.8x 3.5x
Lumber Pulp
(USS/mfbm) (USS/mt)
2010A USS$255 US$960
Old 2011E 265 1,000
New 2011E 265 1,000
Old 2012E 290 925
New 2012E 290 925
Source: Raymond James Ltd., Thomson One
Canfor Pulp Products Inc. CFX-TSX Rating: Outperform
Current Price(Jul-15-11) C$17.79 Target Price (6-12 mos) C$21.00
52-Week Range C$19.52 - C$12.18 Total Return to Target 27%
Market Capitalization (mln) C$1,226 Dividend/Yield C$1.60/8.9%
Shares Outstanding (mln, f.d.) 71.3 Current Net Debt (mln) CS$56
Average Daily Volume (000s) 91 Enterprise Value (mln) C$1,075
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A C$0.57 C$0.88 C$0.78 C$0.68 C$2.91 C$1,001 C$230 6.1x 4.7x
Old 2011E 0.71A 0.69 0.53 0.60 2.53 919 250
New 2011E 0.71A 0.66 0.49 0.57 2.44 921 243 7.3x 4.4x
Old 2012E NA NA NA NA 1.81 956 220
New 2012E NA NA NA NA 1.81 956 220 9.8x 4.9x
Pulp
(USS/mt)
2010A C$960
Old 2011E 1,000
New 2011E 1,000
Old 2012E 925
New 2012E 925

Source: Raymond James Ltd., Thomson One

RAYMOND JAMES
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Pulp & Paper

Domtar UFS-NYSE

Rating: Strong Buy

Current Price(Jul-15-11) USS$93.41 Target Price (6-12 m) USS$125.00
52-Week Range US$105.82 - US$46.43 Total Return to Target 34%
Market Capitalization (min) USS3,961 Dividend/Yield US$1.00/1.0%
Shares Outstanding (min, f.d.) 42.4 Current Net Debt (mln) Uss$248
Average Daily Volume (000s) 739 Enterprise Value (min) USS$3,466
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A USS$1.59 USS$2.67 USS4.26 UsSs2.41 USS$10.93 USS5,866 USS$1,087 8.5x 3.2x
Old 2011E 3.25A 3.14 2.50 2.48 11.37 5,686 1,181
New 2011E 3.25A 2.90 2.50 2.48 11.78 5,592 1,189 7.9x 2.9x
Old 2012E NA NA NA NA 9.58 5,400 994
New 2012E NA NA NA NA 9.58 5,400 994 9.7x 3.5x
Pulp UFS
(Us$/mt)  (US$/st)
2010A US$960 US$916
Old 2011E 1,000 960
New 2011E 1,000 955
Old 2012E 925 920
New 2012E 925 920
Source: Raymond James Ltd., Thomson One
Fibrek Inc. FBK-TSX Rating: Market Perform
Current Price(Jul-15-11) C$1.25 Target Price (6-12 mos) C$1.60
52-Week Range C$1.70 - CS$0.88 Total Return to Target 28%
Market Capitalization (mln) C$163 Dividend/Yield €$0.00/0.0%
Units Outstanding (min, f.d.) 130.1 Current Net Debt (mlin) C$113
Average Daily Volume (000s) 75 Enterprise Value (mln) C$244
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A CS(0.01) Cs0.11 €$0.09 €$(0.05) C$0.14 C$557 C$62 8.8x 4.0x
Old 2011E 0.03A 0.02 0.00 (0.01) 0.02 549 56
New 2011E 0.03A 0.04 0.05 0.06 0.16 569 76 NA 3.2x
Old 2012E NA NA NA NA 0.08 518 62
New 2012E NA NA NA NA 0.08 518 62 15.4x 3.9x
Pulp
(USS/mt)
2010A US$960
Old 2011E 1,000
New 2011E 1,000
Old 2012E 925
New 2012E 925

Source: Raymond James Ltd., Thomson One
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Forest Products

Pulp & Paper

Fortress Paper FTP-TSX

Rating: Strong Buy

Current Price(Jul-15-11) CS$36.74 Target Price (6-12 mos) CS$60.00
52-Week Range C$63.15 - C$22.57 Total Return to Target 63%
Market Capitalization (min) C$525 Dividend/Yield C$0.00/0.0%
Shares Outstanding (min, f.d.) 15.0 Current Net Debt (mln) Ccso
Average Daily Volume (000s) 56 Enterprise Value (min) C$584
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A C$0.30 C$0.37 €$0.29 €$(0.06) €$0.90 C$281 CcS26 NA NA
Old 2011E (0.42)A 0.24 1.16 2.38 3.36 346 80
New 2011E (0.42) (0.08) 0.42 1.99 1.91 324 55 19.2x 10.7x
Old 2012E NA NA NA NA 10.35 520 225
New 2012E NA NA NA NA 8.64 476 191 4.3x 3.1x
Source: Raymond James Ltd., Thomson One
Mercer International Inc. MERC-NASDAQ Rating: Outperform
Current Price(Jul-15-11) USS$10.68 Target Price (6-12 mos) USS$17.00
52-Week Range US$15.27 - US$3.95 Total Return to Target 59%
Market Capitalization (min) Us$608 Dividend/Yield US$0.00/0.0%
Shares Outstanding (min, f.d.) 57.0 Current Net Debt (mln) Uss$870
Average Daily Volume (000s) 411 Enterprise Value (min) USS$1,278
EPS 1Q 2Q 3Q 4Q Full Revenue EBITDA P/E EV/EBITDA
Mar Jun Sep Dec Year (min) (min)
2010A €(0.21) €0.23 €0.82 €0.63 €1.47 €901 €224 5.1x 4.0x
Old 2011E 0.52A 0.39 0.40 0.39 1.70 903 228
New 2011E 0.52A 0.38 0.48 0.42 1.80 891 215 4.2x 4.2x
Old 2012E NA NA NA NA 1.59 897 254
New 2012E NA NA NA NA 1.59 897 254 4.7x 3.5x
Pulp Pulp
(USS/mt) (Eur.Del)
UsS/mt
2010A US$960 939
Old 2011E 1,000 995
New 2011E 1,000 995
Old 2012E 925 915
New 2012E 925 915

Source: Raymond James Ltd., Thomson One
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Important Investor Disclosures

Raymond James is the global brand name for Raymond James & Associates (RJA) and its non-US affiliates worldwide.
Raymond James & Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL
33716, (727) 567-1000. Affiliates include the following entities, which are responsible for the distribution of research in
their respective areas. In Canada, Raymond James Ltd., Suite 2200, 925 West Georgia Street, Vancouver, BC V6C 312, (604)
659-8200. In Latin America, Raymond James Latin America, Ruta 8, km 17, 500, 91600 Montevideo, Uruguay, 00598 2 518
2033. In Europe, Raymond James European Equities, 40, rue La Boetie, 75008, Paris, France, +33 1 45 61 64 90.

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident
of or located in any locality, state, country, or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation. The securities discussed in this document may not be eligible for sale in some
jurisdictions. This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where
such an offer or solicitation would be illegal. It does not constitute a personal recommendation nor does it take into
account the particular investment objectives, financial situations, or needs of individual clients. Information in this report
should not be construed as advice designed to meet the individual objectives of any particular investor. Investors should
consider this report as only a single factor in making their investment decision. Consultation with your investment advisor
is recommended. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of
original capital may occur.

The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to
buy or sell any security. Certain information has been obtained from third-party sources we consider reliable, but we do not
guarantee that such information is accurate or complete. Persons within the Raymond James family of companies may have
information that is not available to the contributors of the information contained in this publication. Raymond James,
including affiliates and employees, may execute transactions in the securities listed in this publication that may not be
consistent with the ratings appearing in this publication.

With respect to materials prepared by Raymond James Ltd. (“RJL"), all expressions of opinion reflect the judgment of the
Research Department of RIL, or its affiliates, at this date and are subject to change. RIL may perform investment banking or
other services for, or solicit investment banking business from, any company mentioned in this document.

All Raymond James Ltd. research reports are distributed electronically and are available to clients at the same time via the
firm’s website (http://www.raymondjames.ca). Immediately upon being posted to the firm’s website, the research reports
are then distributed electronically to clients via email upon request and to clients with access to Bloomberg (home page:
RILC), First Call Research Direct and Reuters. Selected research reports are also printed and mailed at the same time to
clients upon request. Requests for Raymond James Ltd. research may be made by contacting the Raymond James Product
Group during market hours at (604) 659-8000.

In the event that this is a compendium report (i.e., covers 6 or more subject companies), Raymond James Ltd. may choose
to provide specific disclosures for the subject companies by reference. To access these disclosures, clients should refer to:
http://www.raymondjames.ca (click on Equity Capital Markets / Equity Research / Research Disclosures) or call toll-free at
1-800-667-2899.

Analyst Information

Analyst Compensation: Equity research analysts and associates at Raymond James are compensated on a salary and bonus
system. Several factors enter into the compensation determination for an analyst, including i) research quality and overall
productivity, including success in rating stocks on an absolute basis and relative to the local exchange composite Index
and/or a sector index, ii) recognition from institutional investors, iii) support effectiveness to the institutional and retail
sales forces and traders, iv) commissions generated in stocks under coverage that are attributable to the analyst’s efforts, v)
net revenues of the overall Equity Capital Markets Group, and vi) compensation levels for analysts at competing investment
dealers.

Analyst Stock Holdings: Effective September 2002, Raymond James equity research analysts and associates or members of
their households are forbidden from investing in securities of companies covered by them. Analysts and associates are
permitted to hold long positions in the securities of companies they cover which were in place prior to September 2002 but
are only permitted to sell those positions five days after the rating has been lowered to Underperform.
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The views expressed in this report accurately reflect the personal views of the analyst(s) covering the subject securities. No
part of said person's compensation was, is, or will be directly or indirectly related to the specific recommendations or views
contained in this research report. In addition, said analyst has not received compensation from any subject company in the
last 12 months.

Ratings and Definitions

Raymond James Ltd. (Canada) definitions

Strong Buy (SB1) The stock is expected to appreciate and produce a total return of at least 15% and outperform the
S&P/TSX Composite Index over the next six months. Outperform (MO2) The stock is expected to appreciate and
outperform the S&P/TSX Composite Index over the next twelve months. Market Perform (MP3) The stock is expected to
perform generally in line with the S&P/TSX Composite Index over the next twelve months and is potentially a source of
funds for more highly rated securities. Underperform (MU4) The stock is expected to underperform the S&P/TSX
Composite Index or its sector over the next six to twelve months and should be sold.

Raymond James & Associates (U.S.) definitions

Strong Buy (SB1) Expected to appreciate, produce a total return of at least 15%, and outperform the S&P 500 over the next
six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a total return of at
least 15% is expected to be realized over the next 12 months. Outperform (MO2) Expected to appreciate and outperform
the S&P 500 over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain
MLPs, an Outperform rating is used for securities where we are comfortable with the relative safety of the dividend and
expect a total return modestly exceeding the dividend yield over the next 12-18 months. Market Perform (MP3) Expected
to perform generally in line with the S&P 500 over the next 12 months. Underperform (MU4) Expected to underperform
the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The rating and price target have
been suspended temporarily. This action may be due to market events that made coverage impracticable, or to comply
with applicable regulations or firm policies in certain circumstances, including when Raymond James may be providing
investment banking services to the company. The previous rating and price target are no longer in effect for this security
and should not be relied upon.

Raymond James Latin American rating definitions

Strong Buy (SB1) Expected to appreciate and produce a total return of at least 25.0% over the next twelve months.
Outperform (MO2) Expected to appreciate and produce a total return of between 15.0% and 25.0% over the next twelve
months. Market Perform (MP3) Expected to perform in line with the underlying country index. Underperform (MU4)
Expected to underperform the underlying country index. Suspended (S) The rating and price target have been suspended
temporarily. This action may be due to market events that made coverage impracticable, or to comply with applicable
regulations or firm policies in certain circumstances, including when Raymond James may be providing investment banking
services to the company. The previous rating and price target are no longer in effect for this security and should not be
relied upon. In transacting in any security, investors should be aware that other securities in the Raymond James research
coverage universe might carry a higher or lower rating. Investors should feel free to contact their Financial Advisor to
discuss the merits of other available investments.

Raymond James European Equities rating definitions

Strong Buy (1) Absolute return expected to be at least 10% over the next 12 months and perceived best performer in the
sector universe. Buy (2) Absolute return expected to be at least 10% over the next 12 months. Fair Value (3) Stock
currently trades around its fair price and should perform in the range of -10% to +10% over the next 12 months. Sell (4)
Expected absolute drop in the share price of more than 10% in next 12 months.

Suitability Categories (SR)
For stocks rated by Raymond James & Associates only, the following Suitability Categories provide an assessment of

potential risk factors for investors. Suitability ratings are not assigned to stocks rated Underperform (Sell). Projected 12-
month price targets are assigned only to stocks rated Strong Buy or Outperform.

Total Return (TR) Lower risk equities possessing dividend yields above that of the S&P 500 and greater stability of principal.

Growth (G) Low to average risk equities with sound financials, more consistent earnings growth, possibly a small dividend,
and the potential for long-term price appreciation.
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Aggressive Growth (AG) Medium or higher risk equities of companies in fast growing and competitive industries, with less
predictable earnings and acceptable, but possibly more leveraged balance sheets.

High Risk (HR) Companies with less predictable earnings (or losses), rapidly changing market dynamics, financial and
competitive issues, higher price volatility (beta), and risk of principal.

Venture Risk (VR) Companies with a short or unprofitable operating history, limited or less predictable revenues, very high
risk associated with success, and a substantial risk of principal.

Rating Distributions

Coverage Universe Rating Distribution Investment Banking Distribution
RIL RJIA RIL RIA
Strong Buy and Outperform (Buy) 76% 55% 59% 16%
Market Perform (Hold) 22% 40% 43% 5%
Underperform (Sell) 2% 5% 0% 0%

Raymond James Relationship Disclosures

Raymond James Ltd. or its affiliates expects to receive or intends to seek compensation for investment banking services
from all companies under research coverage within the next three months.

Company Name Disclosure
Canfor Corp. Raymond James Ltd. makes a market in the securities of Canfor Corp..

Within the last 12 months, Canfor Corp. has paid for all or a material portion of the travel
costs associated with a site visit by the Analyst and/or Associate.

Canfor Pulp Products Inc. Raymond James Ltd. has provided investment banking services within the last 12 months
with respect to Canfor Pulp Products Inc..

Fortress Paper Raymond James Ltd. has managed or co-managed a public offering of securities within the
last 12 months with respect to Fortress Paper.

Raymond James Ltd. has provided investment banking services within the last 12 months
with respect to Fortress Paper.

Raymond James Ltd. has received compensation for investment banking services within the
last 12 months with respect to Fortress Paper.

Interfor Raymond James Ltd. has managed or co-managed a public offering of securities within the
last 12 months with respect to Interfor.

Raymond James Ltd. has provided investment banking services within the last 12 months
with respect to Interfor.

Raymond James Ltd. has received compensation for investment banking services within the
last 12 months with respect to Interfor.

Mercer International Inc. Raymond James Ltd. makes a market in the securities of Mercer International Inc..

Sino-Forest Corporation Within the last 12 months, Sino-Forest Corporation has paid for all or a material portion of
the travel costs associated with a site visit by the Analyst and/or Associate.

Stock Charts, Target Prices, and Valuation Methodologies

Valuation Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of
qualitative and quantitative factors including an assessment of industry size, structure, business trends and overall
attractiveness; management effectiveness; competition; visibility; financial condition, and expected total return, among
other factors. These factors are subject to change depending on overall economic conditions or industry- or company-
specific occurrences.
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Risk Factors

General Risk Factors: Following are some general risk factors that pertain to the projected target prices included on
Raymond James research: (1) Industry fundamentals with respect to customer demand or product / service pricing could
change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors or market shares or
new product expectations could change investor attitudes toward the sector or this stock; (3) Unforeseen developments
with respect to the management, financial condition or accounting policies or practices could alter the prospective
valuation; or (4) External factors that affect the U.S. economy, interest rates, the U.S. dollar or major segments of the
economy could alter investor confidence and investment prospects. International investments involve additional risks such
as currency fluctuations, differing financial accounting standards, and possible political and economic instability.

Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability
categories, is available at www.raymondjames.ca/researchdisclosures. Copies of research or Raymond James’ summary
policies relating to research analyst independence can be obtained by contacting any Raymond James & Associates or
Raymond James Financial Services office (please see raymondjames.com for office locations) or by calling 727-567-1000, toll
free 800-237-5643 or sending a written request to the Equity Research Library, Raymond James & Associates, Inc., Tower 3,
6" Floor, 880 Carillon Parkway, St. Petersburg, FL 33716.

International Disclosures

For clients in the United States:

Investing in securities of issuers organized outside of the U.S., including ADRs, may entail certain risks. The securities of
non-U.S. issuers may not be registered with, nor be subject to the reporting requirements of, the U.S. Securities and
Exchange Commission. There may be limited information available on such securities. Investors who have received this
report may be prohibited in certain states or other jurisdictions from purchasing the securities mentioned in this report.
Please ask your Financial Advisor for additional details.

Raymond James Ltd. is not a U.S. broker-dealer and therefore is not governed by U.S. laws, rules or regulations applicable
to U.S. broker-dealers. Consequently, the persons responsible for the content of this publication are not licensed in the U.S.
as research analysts in accordance with applicable rules promulgated by the U.S. Self Regulatory Organizations.

Any U.S. Institutional Investor wishing to effect trades in any security should contact Raymond James (USA) Ltd., a U.S.
broker-dealer affiliate of Raymond James Ltd.

For clients in the United Kingdom:

For clients of Raymond James & Associates (RJA) and Raymond James Financial International, Ltd. (RJFI): This report is for
distribution only to persons who fall within Articles 19 or Article 49(2) of the Financial Services and Markets Act (Financial
Promotion) Order 2000 as investment professionals and may not be distributed to, or relied upon, by any other person.

For clients of Raymond James Investment Services, Ltd.: This report is intended only for clients in receipt of Raymond
James Investment Services, Ltd.’s Terms of Business or others to whom it may be lawfully submitted.

For purposes of the Financial Services Authority requirements, this research report is classified as objective with respect to
conflict of interest management. RJA, Raymond James Financial International, Ltd., and Raymond James Investment
Services, Ltd. are authorized and regulated in the U.K. by the Financial Services Authority.

For institutional clients in the European Economic Area (EEA) outside of the United Kingdom:

This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it
may lawfully be submitted.

Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows:

This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly
authorized by Raymond James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast,
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circulate, modify, disseminate or commercially exploit the information contained in this report, in printed, electronic or any
other form, in any manner, without the prior express written consent of Raymond James. You also agree not to use the
information provided in this report for any unlawful purpose.

This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret or
other intellectual property laws (of the United States and other countries). United States law, 17 U.S.C. Sec.501 et seq,
provides for civil and criminal penalties for copyright infringement.

Additional information is available upon request. This document may not be reprinted without permission.

RJLis a member of CIPF. ©2011 Raymond James Ltd.
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